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IN THE MATTER OF SMART METERING
REQUIREMENTS OF SECTION 1252 OF
THE ENERGY POLICY ACT OF 2005
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DECISION NO. 69736

12
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July 24 and 25, 2007
Phoenix. Arizona

FINDINGS OF FACT

14

15 BY THE COMMIS S ION

16

17

18 The  Ene rgy Policy Act of 2005 require s  each s ta te  regula tory authority to cons ide r

19 ce rta in PURPA' s tanda rds , including one  on Time-based Mete ring and Communica tions , included

20 in the  section entitled Smart Mete ring. The  Commiss ion may decline  to implement the  s tandard or

21 adopt a  modified s tanda rd. The  Commiss ion was  required to begin its  cons ide ra tion by Augus t 8

22 2006, and mus t comple te  its  cons ide ra tion by Augus t 8, 2007. On Janua ry 23, 2006, S ta ff tiled a

memo in Docke t Control to open a  docke t on Smart Mete ring

A works hop wa s  he ld on J une  7, 2007. P a rticipa nts  in the  Works hops  include d

25 repre senta tive s  from utilitie s , gove rnment agencie s , advoca te s  for renewable  re sources , product

Introduction

Public Utility Regula tory Policies  Act of 1978
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1

2

supplie rs , a nd othe rs . Writte n comme nts  we re  re ce ive d by Arizona  P ublic S e rvice  Compa ny

("AP S "), a nd Tucson Ele ctric P owe r Compa ny ("TEP ")/UNS  Ele ctric, Inc.

3 PURPA S tanda rd  on  Time-Bas ed  Me te ring  and  Communica tions

4

5

6

In S e ction 1252 S ma rt Me te ring, the  Ene rgy P olicy Act of 2005 (EP ACT) re quire s

e a ch ' s ta te  re gula tory a uthority to cons ide r a  P URP A s ta nda rd on Time -ba s e d Me te ring a nd

Communica tions . The  s ta nda rd would a pply to utilitie s  with gre a te r tha n 500,000 MWh in a nnua l

7 re ta il sa les . The  Commiss ion may decline  to implement the  s tandard or adopt a  modified s tandard.

8

9

The  s tandard is  as  follows:

(IN) TIME-BAS ED METERING AND COMMUNICA TIONS .

10

1 1

12

13

14

(A) Not later than 18 months after the date of enactment of this paragraph,
each electric utility shall offer each of its customer classes, and provide
individual customers upon customer request, a time-based rate schedule
under which the rate charged by the electric utility varies during rent
time periods and reflects the variance, if any, in the utility's costs of
generating and purchasing electricity at the wholesale level. The time-
based rate schedule shall enable the electric consumer to manage energy
use and cost through advanced metering and eommunieations technology.

15
(B) The types of time-based rate schedules that may be offered under the
schedule referred to in subparagraph (A) include, among others -16

17

18

19

20

21

22

(1) time-of-use pricing whereby electricity prices are set for a
specie time period on an advance or forward basis, typically not
changing more often than twice a year, based on the utility's cost of
generating and/or purchasing such electricity at the wholesale level
for the benefit of the consumer. Prices paid for energy consumed
during these periods shall be pre-established and known to
consumers in advance of such consumption, allowing them to vary
their demand and usage in response to such prices and manage their
energy costs by showing usage to a lower cost period or reducing
their consumption overall;

23

24

25

(ii) critical peak pricing whereby time-otuse prices are in effect
except for certain peak days, when prices may reflect the costs of
generating and/or purchasing electricity at the wholesale level and
when consumers may receive additional discounts for reducing peak
period energy consumption;

26

27

28

(iii) real-time pricing whereby electricity prices are setfor a spee9'ie
time period on an advanced or forward basis, reflecting the utility/s
cost of generating and/or purchasing electricity at the wholesale

3.

De cis ion No. 69736
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level, and may change as often as hourly; and

(iv) credits for consumers with large loads who enter into pre
established peak load reduction agreements that reduce a utility's
fanned capacity obligations

(C) Each electric utility subject to subparagraph (A) shall provide each
customer requesting a time-based rate with a time-based meter capable of
enabling the utility and customer to offer and receive such rate
respectively

Although the  18-month utility compliance  deadline  conta ined in pa ragraph A of the

s ta nda rd a ppe a rs  to be  in conflict with the  two-ye a r s ta tutory de a dline  for the  Commis s ion to

10 cons ide r the  s tanda rd, the  Commiss ion can modify the  utility compliance  deadline  in the  s tanda rd

9

11 to be  a  diffe rent time  pe riod.

In a ddition, the re  is  a  re la te d provis ion in the  Ene rgy P olicy Act of 2005 which12

13 s ta te s  the  following:

14 (i)

15

16

17

18

19

TIME-BASED METERING AND COMMUNICATIONS. - In
making a determination with respect to the standard established
by section ]]](d)(I4), the investigation requirement of section
11](d)(]4)(F) snail be as follows: Eaeh State regulatory
authority shall conduct an investigation and issue a decision
whether or not it is appropriate for electric utilities to provide
and install time-based meters and communications devices for
each of their customers which enable such customers to
participate in time-based pricing rate schedules and other
demand response programs.

20

The  Commis s ion is  re quire d  to  cons ide r the  thre e  purpos e s  of P URP A in  its

22 The

23

de te rmina tion of whe the r to adopt the  Time-based Mete ring and Communica tions  s tanda rd.

three  purposes of PURPA are  as  follows

24 conserva tion of energy supplied bY e lectric utilitie s
optima l e fficiency of e lectric utility facilitie s  and re sources , and
equitable  ra tes  for e lectric consumers

5.

De cis ion No. 69736
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2

3

4

5

6

Informa tion rega rding the  timing of e lectric usage  may enable  cus tomers  to modify

usage  pa tte rns , and the  associa ted price  s igna ls  may provide  an incentive  to modify usage  pa tte rns

or to conse rve . When cus tomers  shift load to lower cos t pe riods , utilitie s  may utilize  the ir facilitie s

more  e fficie ntly. Ele ctric ra te s  ca n be come  more  e quita ble  for cus tome rs  by cha rging price s  tha t

a re  more  in line  with the  unde rlying cos t a t the  time  of consumption. Howe ve r, both the  be ne fits

and the  cos ts  of Advanced Me te ring and Communica tions  should be  cons ide red be fore  requiring

7 full-sca le  imple me nta tion.

8 Background

9 EPACT uses  a ll of these  te rms: "Advanced Mete ring and Communica tions ," "Smart

1 3

14

1 5

1 6 10.

1 7

1 8

1 9

20

21

22

23

24

26

27

10 Mete ring," and "Time-based Mete ring and Communica tions  "

Adva nce d Me te ring a nd Communica tions  is  usua lly known a s  Adva nce d Me te ring

12 Infra s tructure  (AMI). AMI s hould not be  confus e d with Automa te d Me te r Re a ding (AMR) which

only re fe rs  to the  me te r re a ding proce s s  which include s  drive -by a nd ha nd-he ld me te r re a ding

s ys te ms . AMR me te rs  ha ve  one -wa y communica tion. AMI is  a  fixe d ne twork s ys te m tha t ca n

read meters  a t any time and support a  varie ty of complex ra tes

A S ma rt Me te r ca n be  de fine d a s  a n inte rva l me te r with two-wa y communica tion

ca pa bility tha t ca n re la y da ta  from the  me te r to the  utility or vice  ve rs a . The  e nd-point de vice s

mus t be  ca pa ble  of be ing upgra de d re mote ly, a nd the  inte rva l da ta  ne e d to be  colle cte d a t le a s t

da ily. Howe ve r, the  functiona lity of AMI ca n a ls o  be  a chie ve d with  a  "dumb" me te r/s ma rt

ne twork by moving the  proce s s ing out of the  me te rs  a nd into the  communica tion ne twork to be

shared by many meters

l l . Ca pa bilitie s  of S ma rt Me te rs  a nd AMI include  on~de ma nd me te r re a ding, outa ge

management, critica l peak pricing support, direct load control program support, demand re sponse

program support, pre -pa id metering support, virtua l disconnects , and others

12. Time -ba s e d Me te ring a nd Communica tions  cons is ts  of me te rs  a nd s ys te ms  tha t

e na ble  cus tome rs  to pa rticipa te  in time -of-us e  (TOU3> critica l pe a k pricing (CP P ), or re a l-time

pricing (RTP) programs  by e ithe r recording consumption during specific time  pe riods  or providing

information to customers  about marke t costs  a t specific times28

7.

8.

Decis ion No . 69736
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1 Dis cus s ion and Analys is

2 13.

3

4

5

S ome  Arizona  e le ctric dis tribution utilitie s  a lre a dy offe r time -ba s e d ra te s  to the ir

cus tomers , and some  of those  utilitie s  have  a lready begun to introduce  AMI in the ir se rvice  a reas .

The  AMI te chnology va rie s  subs ta ntia lly a mong the  utilitie s . It a ppe a rs  tha t one  te chnology ma y

be  most fea s ible  for a  dense ly popula ted a rea , but a  diffe rent technology would be  used in a  rura l

6 area .

7 14.

8

9

10

AP S  ha s  be gun imple me nta tion  of a n  AMI s ys te m tha t cons is ts  of a  ce llu la r

wire le s s  public ne twork with hub me te rs  a nd clie nt me te rs . Ea ch hub me te r is  in conta ct with

multiple  client me te rs . These  me te rs  a re  cons ide red Smart Me te rs . TEP has  begun us ing a  dumb

mete r/smart ne twork approach. It use s  one -way communica tions  from the  radio Brequency me te r

11 but de rive s  inte rva l da ta  which a re  pa s s e d ba ck to the  me te r da ta  ma na ge me nt s ys te m. The

12

13

14

15

16 15.

17

18

19

20

21

inve s tme nt is  in the  ne twork ra the r tha n in the  me te r. Trico Ele ctric Coope ra tive  use s  a  ce llula r

AMI sys te m for its  TOU, comme rcia l, a nd inte nuptible  cus tome rs . Trico's  la rge s t cus tome rs  ca n

obta in rea l time  informa tion through Trico's  webs ite . Ha lf of Trico's  me te rs  a re  read remote ly, and

ha lf a re  read using a  drive-by system.

Both  be ne fits  a nd  cos ts  of AMI a nd time -ba s e d  ra te s  s hould  be  cons ide re d .

Benefits  of AMI include  reduced mete r reading cos ts , reduced mete r reading access  issues , ability

to re mote ly progra m me te rs  to fa cilita te  ra te  cha nge s , fle xibility in billing cycle s , a nd fe we r fie ld

vis its . Fe we r fie ld vis its  re sult in le s s  mile a ge , re duce d fue l consumption, fe we r e mis s ions , a nd

pos s ibly fe we r ve hicula r a ccide nts . AMI provide s  a  tool for innova tive  ra te  de s ign, a  source  for

loa d da ta  a nd s ys te m pla nning da ta , a  ga te wa y for future  s e rvice s  the  utility ma y choos e  to

22 provide , increased re liability because  of outage  and re s tora tion notifica tion, a  decrease  in ene rgy

the ft with the  a bility of looking a t e ne rgy pa tte rns , a nd a  cha nge  in the  utility minds e t Hom re -23

24 active to pro-active.

16.25

26

27

28

Costs  of AMI can include  the  cos ts  for the  me te rs , me te r ins ta lla tion, a  Me te r Da ta

Management System, da ta  management labor, communica tions , back office  software  and se rvers ,

the  inte gra tion of the  AMI s ys te m to othe r s ys te ms , re pa irs  to cus tome r e quipme nt, a nd othe r

associa ted costs . As of February 2007, APS had purchased 29,872 AMI meters  a t an average  cost

De cis ion No. 69736
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1

2

3

of a bout $97 pe r me te r. The  communica tion cos t pe r AMI me te r wa s  a bout $0.15 pe r month,

compared to a  me te r read cos t of about $0.90 pe r conventiona l me te r. During a  s ix-month pe riod,

AP S  s pe nt a bout $700,000 for inte gra tion of the  AMI s ys te m a nd the  Cus tome r Informa tion

4 System.

5 17.

6

7

8 18.

9

AMI re p re s e n ts  a  s ign ifica n t inve s tme n t by u tilitie s  a nd  is  s till a n  e vo lving

technology. Utilitie s  should inves tiga te  the ir needs  and those  of the ir cus tomers  to de te rmine  if the

bene fits  of AMI outwe igh the  cos ts  and which AMI technology would be  most appropria te  to use .

Benefits  of time-based ra te s  may include  an improved load shape  for the  utility with

a  re duce d pe a k a nd the  pote ntia l to de fe r ca pa city cons truction, incre a s e d re lia bility, be tte r

10 a lignme nt of ra te s  to cos ts , mitiga tion of price  incre a s e s , a n a bility for the  cus tome r to s a ve ,

increased cus tomer sa tis faction, and potentia l environmenta l benefits . Nega tive  outcomes of time-

12 based ra tes could include increased off-peak usage, increased load on the  call center, and customer

11

13 dissa tis faction.

14 Cos ts  re la te d to TOU include  cos ts  for me te rs , me te r ins ta lla tion, me te r re a ding,

15 ba ck office  a nd ope ra tiona l s upport, cus tome r e duca tion, ma rke ting, tra ining cus tome r s e rvice

19.

16 s ta r and othe r items. TEP has  found the  cos t to read a  TOU mete r manua lly to be  $2.24 pe r read,

17

18

19

20

21

22

23

24 20.

compared to $0.56 for the  aggrega ted me te r read cos t for a ll me te r reads  within the  TEP  se rvice

_ te rritory. Cha nge s  to the  TOU ra te s  re quire  re progra mming the  me te r through fie ld vis its . The

cos ts  for CPP include  a ll of the  cos ts  for TOU plus  the  cos ts  for communica tion to cus tomers , the

cos ts  for the  colle ction of inte rva l da ta  (including the  cos ts  for the  inte rva l me te rs , the  cos ts  for

obta ining the  da ta , a nd a dditiona l ba ck-office  cos t to proce s s  the  da ta ), cos ts  for incre a s e d

cus tome r e duca tion, a nd a cce le ra tion of de pre cia tion of me te r s tock. Cos ts  for RTP  include  the

costs  for TOU and CPP plus  higher costs  for communica tion to customers .

Utilitie s  should offe r volunta ry time-based ra te  schedule s  tha t can provide  bene fits

to both cus tome rs  a nd utilitie s . Howe ve r, e a ch utility s hould be  a llowe d to de te rmine  which

26 type(s) of time-based ra te  schedules are  appropria te  for which customer classes in its  area .

25

27

28

De cis ion No. 69736
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1 Staff Recommendations

21. S ta ff re comme nds  tha t the  Commis s ion a dopt a  modifie d ve rs ion of the  P URP A

3 standard on Time-based Metering and Communica tions

22. The  modified s tandard would be  as  follows

(14) TIME-BASED METERING AND COMMUNICATIONS

9

10

1 1

1 2

1 3

(A) Aletlatertltalz 18 months after the data of cnactmcnt of this paragraph;
Within 18 months of Commission adoption of this standard, each electric
distribution utility shall o]j'er to appropriate customer classes, and provide
individual customers upon customer request, a time-based rate schedule
under which the rate charged by the electric utility varies during dl event
time periods and reflects the variance, 9' any, in the utility's costs of
generating and purchasing electricity at the wholesale level. Within 18
months of Commission adoption of this standard, each electric distribution
utility shall investigate the feasibility and cost-effectiveness of
implementing advanced metering infrastructure _for its service territoijv
and shall begin implementing the technology feasible and cost-effective.

rate sehcdulc shall enable the electric consumer--to
n=ianage-energy use and cost through advanced metering--and
communications tcehnology.

1 4

1 5
(B) The types of time-based rate schedules that may be offered under the
schedule referred to in subparagraph (A) include, among others-

1 6

1 7

1 8

1 9

20

(i) time-of-use pricing whereby electricity prices are set for a
speeyic time period on an advance or forward basis, typically not
changing more often than twice a year, based on the Utility's cost of
generating and/or purchasing such electricity at the wholesale level
for the benefit o f the consumer. Prices paid for energy consumed
during these periods shall be pre-established and known to
consumers in advance of sueh consumption, allowing them to vary
their demand and usage in response to such prices and manage their
energy costs by showing usage to a lower cost period or reducing
their consumption overall

22

24

(ii) critical peak pricing whereby time-otuse prices are in effect
except for certain peak days, when prices may reflect the costs 0
generating and/or purchasing electricity at the wholesale level and
when consumers may receive additional discounts for reducing peak
period energy consumption

(iii) real-time pricing whereby electricity prices are setfor a specyi
time period on an advanced or forward basis. reflecting the utility's
cost of generating and/or purchasing electricity at the wholesale
level, and may enlarge as often as hourly; and

De cis ion No. 69736
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(iv) credits for consumers with large loads who enter into pre-
established peak load reduction agreements that reduce a urilizyiv
planned capacity obligations.

(C) Eaeh electric utility subject to subparagraph (A) shall provide each
customer requesting a time-based rate with a time-based meter capable of
enabling the utility and customer to offer and receive such rate,
respectively.

23.

8

1 1

1 2

S ta ffs  propos e d s ta nda rd would a pply to  a ll e le ctric dis tribution compa nie s  in

Arizona  tha t a re  regula ted by the  Commiss ion. This  would be  in contra s t to the  PURPA s tanda rd

9 tha t applie s  only to e lectric dis tribution companies  with re ta il sa le s  of more  than 500,000 Mwh.

24. In summary, S ta ff has  recommended tha t the  Commiss ion adopt a  modified vers ion

of the  PURPA s ta nda rd on Time -ba se d Me te ring a nd Communica tions , a s  include d in Finding of

Fact No. 22, tha t would apply to a ll e lectric dis tribution companies  in Arizona  tha t a re  regula ted by

the  Commiss ion.1 3

1 7

CONCLUS IONS  OF LAW

The Commission has  jurisdiction the  subj act matte r of the  applica tion.

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

July 18, 2007, concludes  tha t it is  in the  public inte re s t to adopt a  modified ve rs ion of the  PURPA

standard on Time-based Metering and Communica tions .

2.

1 .

De cis ion No. 69736
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3

4

5

6

7

IT IS  THEREFORE ORDERED tha t a  modifie d ve rs ion of the  P URP A s ta nda rd on Time

ba se d Me te ring a nd Communica tions , a s  include d in Finding of Fa ct No. 22, tha t would a pply to

a ll e lectric dis tribution companies  in Arizona  tha t a re  regula ted by the  Commiss ion is  adopted

IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly

BY THE  O RDE R O F  THE  ARIZO NA c C O MMIS S IO N

10

COMMIS S IONER COMMIS S IONER

IN WITNES S  WHEREOF. I B C. McNEIL. Exe cutive
Dire c to r o f the  Arizona  Corpora tion  Commis s ion , ha ve
he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of this
Commis s ion  to  be  a ffixe d  a t the  Ca p ito l,  in  the  City o f
Phoenix, this < / 7 /  d a y of 4 7 2 4 4 4

s

Exe cutive  Dire ctor20

DIS S ENT
22

DIS S ENT
24

EGJ :BEK:1hm\RM

27

De cis ion No. 69736
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1

1 SERVICE LIST FOR: Smart Metering
DOCKET no. E-00000A-06-0038

2

3

4

Ajo Improvement Company
Post Office Drawer 9
Ago, Arizona 85321

5

6

7

8

9

Arizona  P ublic  S e rvice  Compa ny
P os t Office  Box 53999
S ta tion 9905
P hoe nix, Arizona  85072

10

Columbus  Ele ctric  Coope ra tive , Inc.
P os t Office  Box 631
De ming, Ne w Me xico  88031

11
Dixie -Es ca la nte  Rura l Ele ctric  As s ocia tion, Inc.
71 Ea s t Highwa y 56
Be ryl, Uta h 84714-519712

13

14

Ga rka ne  Ene rgy Coope ra tive , Inc.
P os t Office  Box 465
Loa , Uta h 84747

15

16

Gra ha m County Ele ctric  Coope ra tive , Inc.
P os t Office  Dra we r B
P ima , Arizona  85543

17

18
Mohave Electric Cooperative, Inc.
Post Office Box 1045
Bullhead City, Arizona 8643019

20

2 1

Morenci Water and Electric Company
Post Office Box 68
Morenci, Arizona 85540

22

23

Na vopa che  Ele ctric  Coope ra tive , Inc.
1878 We s t White  Mounta in Boule va rd
La ke s ide , Arizona  85929

24

25
S ulphur S prings  Va lle y Ele ctric  Coope ra tive , Inc.
P os t Office  Box 820
Willcox, Arizona  85644

26

27

28

Trico Ele ctric  Coope ra tive , Inc.
P os t Office  Box 930
Ma rina , Arizona  85644

De cis ion No. 69736
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1

2

3

Ms. Jana  Brandt
Regula tory Affa irs  and Contracts
Sa lt Rive r P roject
Ma il S ta tion P AB221
Pos t Office  Box 52025
Phoenix, Arizona  85072-20254

5

6

7

8

Ms . Ke lly Ba rr
Regula tory Affa irs  and Contracts
Sa lt Rive r P roject
Ma il S ta tion P AB221
Post Office  Box 52025
Phoenix, Arizona  85072-2025

9

10

1 1

Mr. Da vid Couture
Director, Regula tory Se rvice s
UNS  Ele ctric, Inc.
Pos t Office  Box 711
Tucson, Arizona  85072-0711

1 2

1 3

14

Mr. Ma rc Je rde n
Senior Lega l Counse l
UNS  Ele ctric, Inc.
Pos t Office  Box 711
Tucson, Arizona  85072-0711

1 5

16

1 7

1 8

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

19

20

21

Mr. Chris tophe r C. Ke mple y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

22

23

24

25

26

27

28
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